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| REPORTING to our policyowners in this fourth year of war, I think that 
emphasis should be laid on the contribution which the institution of life 
insurance is making to Canada, and in particular to Canada’s war effort: 


The premium collections represent deferred spending, and help 
to keep inflationary trends in check, 

The large scale purchases of Victory Bonds are of material 
assistance in financing the war, 

The protection and security afforded to families and business 
throughout Canada plays an important part in main- 
taining public morale, 

The payment of insurance benefits is a great factor in stabilizing 
the national economy, and 

The resources of insurance companies, comprising individual 
savings, will be available for post-war needs. 


Thus, in war-time as in peace, life insurance continues to serve in the 
public good and in the nation’s interest. 


The year’s results are recognition of the standing of North American Life 
Assurance Company, and are evidence of the place that life insurance 
has in the hearts and minds of our people. 


Premiums Collected . . . . 2 +... . . $ 8,719,524 
Policy Benefits Paid . . . . ...... 5,219,781 
New Business Effected . . . 2 2 2 2 020. 37,911,866 
Business in Force . . +. +. 2 2 2 2 we we 282,807,174 
Total Assets Held . . . +. . +. +... . 76,324,069 
Special Reserves and Surplus Funds. . . . . 6,073,919 


CME 


President and General Manager. 


The Address of D. E. KILGOUR 


President and General Manager, 
North American Life Assurance Company, 
at Annual Meeting, January 25th, 1943. 


An examination of the report which we are submitting today 
must bring to all of us a sense of keen satisfaction. The Company 
made exceptional progress during the past year; in some respects 
greater progress than in any year of our history. Yet as we study 
the figures, we do so with a profound and ever increasing sense 
of the responsibilities which our trusteeship involves. 


The foundations of the Company were well laid. In the early 
years, the growth was slow though commensurate with the growth 
of the life insurance business as a whole. The progress of the 
Company has been steady rather than spectacular, but we have 
the satisfaction of knowing that the strong position which the 
Company occupies today is in no small degree due to the guiding 
principle that has influenced the management throughout its 
history. The first President was able to say that the North Ameri- 
can Life was as “Solid as the Continent,” and in all modesty I 
think I can today make the same statement in respect to our 
standing. Safety and security has always been the watchword 
of the management. Dominant too has been the consideration 
that the policyholder should receive the most liberal treatment 
possible, and that the careful husbanding of the resources of the 
Company should inure to the benefit of the policyholders alone. 
Even among our so-called stock companies, the policyholders 
and not the shareholders have the preponderant interest. Until 
our mutualization in 1931, North American Life was to all intents 
and purposes mutual. The guarantee fund was in reality a very 
small amount compared with the total assets of the Company, and 
the fact that provision was made in the original charter and by- 
laws of the Company for the retirement of the guarantee fund, is 
evidence that the original founders contemplated mutuality as a 
principle that was to guide the practice of the management. 
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At this time of heart searching, I must refrain from any kind of 
boasting. I have no desire to present comparative figures, either in 
relation to other companies or to indicate the degree of success which 
the Company has recently enjoyed. We think today more in terms of 
our obligations than of our achievements, and we are resolved to do 
what we can to merit the confidence of our policyholders and the patron- 
age of those who are still to become members. 


In point of time, the institution of life insurance is not old. The 
first company was originated in 1706. In 1762, the Equitable Life 
Insurance Society of England was formed. This venerable institution, 
though not large in the sense that many of our companies are, has 
nevertheless had a very great and honourable career. It is not my 
purpose to trace the history of life insurance throughout the last two 
hundred years. It is worth noting, however, that life insurance is really 
a product of an enterprise era. In the more or less primitive kind of 
life before the industrial era set in, the thought of collective state respon- 
sibility did not exist. The responsibility of looking after the indigent, 
the unfortunate and the old remained largely a family matter. The 
standard of living was extremely simple, and the burden of providing 
for those who could not support themselves was never at any time great. 
With the coming of steam and machinery, conditions of life altered 
completely, and this change has been progressive through the last 
two hundred years. It is not an accident that insurance in its various 
branches has been developed in the period of the world’s greatest 
material advancement. It has proven to be a keystone of modern 
business, and has provided the kind of security without which progress 
to the degree which we have known it could not have been made. 
What life insurance has accomplished is a matter of record. It has 
reached its present high state of development in the first place because 
it has been founded on sound and scientific principles. Mysterious as 
some phases of the business appear, the actuarial aspects of life insur- 
ance are in reality the simplest. It is to the credit of the business as a 
whole that it has attracted to it men who have possessed not only the 
necessary ability, but who have been imbued with a high sense of 
trusteeship. Both in the home of life insurance, Great Britain, as well 
as on this continent, the public have been well served. The fabric of 
life insurance has been an integral part in the affairs of our people. 
What the business stands for, and what the people connected with it 
stand for, has real significance in these days, and except for those who 
turn covetous eyes towards established institutions, it must be comforting 


to know that there is no history of failure in this country, and that behind 
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all the assets of the companies stand the pledged word and inviolate 
contracts that insure the meeting of every promise and obligation. 


It is not my intention to deal with matters relating to the war itself, 
or to present figures pertaining to the tremendous expansion in produc- 
tion that has taken place since its commencement. Speaking collec- 
tively, we have a right I think to be proud of what we have achieved. 
We have every reason also to look forward with complete confidence to 
victory. In a larger sense there will be by-products of this war that will 
mean much to Canada, and which will tend to neutralize and minimize, 
if not offset, the material burdens that we are being called upon to bear. 
May I enumerate some of these. 


l. Canada, as a result of our present efforts, will have become an 
almost completely industrialized country after the war. In 
balance we may not be poorer but wealthier. If we put to proper 
use this increase in national wealth, the standard of living of our 
people need not be impaired. 


2. Canada should attract and should welcome immigrants of the 
right type in large numbers. There will no doubt be selfish and 
local opposition to an aggressive immigration policy, but such 
opposition should not be allowed to prevail, and those who 
believe that we have a moral obligation to share our blessings 
with others and that it will be beneficial to Canada to have a 
substantially larger population, should make their influence felt. 
I think it quite within the realm of probability that after the war 
we may double our population within a period of fifteen years. 


3. Canada’s position in the British Commonwealth of Nations will be 
greatly enhanced. Geographically we now occupy the key 
position. In a material, as well as in a spiritual sense, we should 
more and more become the connecting link between the -British 
Commonwealth and the people of the United States. 


4. Canada’s relations with the United States have greatly improved 
since the war commenced. Whatever degree of international 
unity may be brought about after this war, and whether it will be 
possible to link the Anglo-Saxon people in a political union or 
not, we should with freer trade and freer intercourse, cement 
more intimately the relations between ourselves and our brothers 
to the south of the line. In a very literal sense, this continent 
will stand together or fall together, and the prosperity of one 
country will mean the prosperity of the other. 
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5. Canada will have kept its soul. Having entered this war at the 
very first, we will have given our best in the highest interests of 
humanity. Regardless of the differences of viewpoint on the 
part of our people at the present time (a thing which is inevitable), 
we will all be able I think to look back in future years with pride 
in our achievements and in our sacrifices. 


There is evidence that through post-war planning a great deal of the 
disruption which people fear may be avoided. The termination of the 
first Great War came unexpectedly and without preparation for peace. 
The peace treaty itself was the product of war weariness, hatred and 
‘distrust, and though the enemy may have deserved nothing better the 
allied nations most certainly did. To what extent we may profit by the 
errors of the past remains to be seen, but some things we do know and 
can act upon. I think we can assume that industry will be fully occupied 
for a period of from three to five years in catching up on the production 
of essential goods. Though it is a question to what extent this continent 
should accept the responsibility of replenishing and restoring Europe 
to its pre-war state, there is no doubt for our own safety we will have to 
do much. Whether what we do will be an act of charity or of straight 
business cannot now be foretold. Assuming that this preoccupation 
immediately after the war will be a factor in post-war development, as 
it was after the last war, the problem will be to merge this period gradu- 
ally into the subsequent economic life of our people. If we have not 
the wisdom to do this successfully, the war itself will have ended in vain, 
and the future will be without hope. I am optimistic enough to believe 
that we will be able to make a better job of this at the end of this war 
than we did twenty-five years ago. 


The so-called capitalistic system has no doubt many sins to answer 
for, but I think we are guilty of very muddled thinking if we take for 
granted that as a system its usefulness is past. There are many very. 
able and practical people today who are sincere in believing that the 
state will have to exercise more control in business than it has in the 
past. Some of these people have advanced theories that have much to 
commend them and that are deserving of study. There are many others, 
however—and I fear they are in the majority—who, casting covetous 
eyes on those who, through thrift and enterprise, have acquired a 
greater stake in this world than themselves, wish to destroy what others 
have, and by some stroke of the political wand live on the toil of those 
who have learned to sweat and deny. No theories or cross entries of 
bookkeeping can be a substitute for hard work and thrift. We may well 
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devote our thought and energy to see that people who desire to work 
shall be given the opportunity, but we should inevitably bring disaster 
to ourselves if we discarded what has proven to be worthwhile for some- 
thing which is untried and visionary. Among those who clamour for 
equality of wealth, not equality of opportunity, and who affect to believe 
that wealth can be acquired through some wizardy of finance and not 
through toil, there are too many who are appealing at the present time 
to the very basest instincts of the people. 4. 


In a very unpolitical sense I am extremely liberal in my own ten- 
dencies. I have always been taught to believe that class privilege was 
fundamentally immoral, and that we should acquire the greatest in- 
dividual happiness by allowing the largest measure of individual free- 
dom under sane restrictions and regulations. I think the most hide- 
bound reactionary is prepared to admit that in this very highly indus- 
trialized age, where through circumstance people cannot freely choose 
the kind of life they would like to live, and where in any event they have 
lacked the training and experience to survive in a natural or primitive 
state, it is absolutely essential to provide a minimum standard of security 
for everyone except those who are able but unwilling to work. Our 
major political parties in this country today concede that. We should 
never lose sight of the fact, however, that the standard of living of every- 
one has been immeasurably improved by what the so-called capitalistic 
system in a period of free enterprise has achieved, and that whatever 
our political affiliations may be we should be prepared to preach and 
fight for our common rights and for the heritage of opportunity that has 
been handed down to us. Our great financial institutions, including the 
banks and insurance companies have made, are making and are pre- 
pared to make a vital contribution to the welfare and happiness of our 
people. Fearing that it was inexpedient to take sides, we have been 
much too silent in recent years in combating what was often funda- 
mentally dishonest and unfair, though politically attractive. 


Let us take the most simple case of this; the assumption that we can 
make everyone wealthy and happy by the creation or the manipulation 
of money. There is indeed more to the theory that we can get along 
without money at all better than we can get along with too much. A 
few years ago I attended what was supposed to be a Communist meeting, 
and after a rather violent diatribe by a speaker I propounded this 
simple problem, and asked for an answer. I suggested that we should 
consider a very primitive state where there was no such thing as money, 
and where every man had to work ten hours a day in order to provide 
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for himself and his family. One man, through his ingenuity or by 
good fortune, discovered that he was able to provide the same standard 
of living by working nine hours a day, and his neighbours, being more 
or less covetous and envious, naturally wanted to know how that was 
done. In fact these people, knowing the great benefits that would 
accrue to them, made the suggestion that if he would give them his 
secret they would work nine hours and five minutes a day instead of 
merely the nine hours which he was obliged to work, and pay to him 
the product of their labour of five minutes a day. Thus, without a 
particle of outlay on their part, they would make a net saving of fifty- 
five minutes of labour a day. I asked the simple question whether that 
would be a good bargain or not. I may say that the speaker refused to 
answer. The fact of the matter is that that man who made the discovery 
in that simple case, without money at all, was making an effective in- 
crease of 10% to the wealth of the country, and that though he shared 
somewhat more than others in the increased wealth, they gained greatly 
as well. Nevertheless, the stigma could have been placed on this 
benefactor of becoming the first capitalist. 


The function of money as a medium of exchange has indeed little 
to do with capitalism, excepting that it makes it more workable. It is 
true that too often the people who become capitalists are not those who 
are most deserving. So far as we can legislate to the end that the de- 
serving are the people who receive the reward, we will effectively im- 
prove our capitalistic system. The time has arrived, I think, when the 
business and professional men in this country, when the farmer who is 
himself a man of free enterprise, and the labourer as well who has his 
services to sell, should take a genuine interest in our political problems, 
and not leave the field unchallenged to the charlatan and the covetous. 
We have no quarrel with Utopia, but in a period of transition we do 
need the service of practical men who can think clearly and plan 
wisely. We in the life insurance business have a part to play in this. 


The tremendous material advancement brought about by the applica- 
tion of science during the past two hundred years has unfortunately 
found people unprepared spiritually as well as politically, properly to 
assimilate the benefits that these discoveries and inventions have made 
possible. In an address before the British Association for the Advance- 
ment of Science, Sir Alfred Ewing, then President, made the following 
observation: “Beyond question many of these gifts are benefits to 
man, making life fuller, wider, healthier, richer in comforts and in- 
terests, and in such happiness as material things can promote. But we 
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are acutely aware that the engineer's gifts have been and may be 
grievously abused. In some there is potential tragedy as well as present 
burden. Man was ethically unprepared for so great a bounty. In the 
slow evolution of morale, he is still unfit for the tremendous responsibility 
it entails. The command of nature is put into his hands before he knows 
how to command himself.’ In the last war it was said of the Germans 
that they knew everything and understood nothing. In a similar vein 
a great poet has written: “Knowledge comes but wisdom lingers." 
May we as a people in gaining knowledge also acquire wisdom. 


Looking back on a year of distinct achievement and realizing the 
handicaps under which we have operated, I am deeply appreciative of 
the splendid service of Directors, Officers, staff and field force. They 
have served with zeal and loyalty. The work of the field force has been 
especially praiseworthy. Nor should I fail to mention also the co- 
operation of the policyholders, which in the case of a mutual company 
especially can be of the greatest value. We cordially welcome our new 
policyholders into the ranks of our membership. Many of our best 
young men and women are now serving in the various services. We 
wish to pay a special tribute to our five gallant young men who paid the 
supreme sacrifice during the year that has passed. 
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The Address of W. M. ANDERSON 


Assistant Genoral Manager, 
North American Life Assurance Company, 


at Annual Meeting, January 25th, 1943. 


SHOULD like to comment briefly on some of the more significant 
figures in the Annual Report. 


It may be recalled that at the beginning of last year there was 
a total of business in force amounting to $260.7 million. During 
the year new business of $37.9 million was added, consisting of 
12,993 new policies averaging $2918 in amount. The average 
size of new policy was only $2662 in 1941 and $2497 in 1940. 
The combined total of in force and new business resulted in only 
$15.8 million of terminations or 5.3%. Since these terminations 
involve death claims and maturities as well as surrenders and 
lapses, the low termination rate is significant of the attitude of 
policyholders towards their contracts under current conditions. 
As noted in the Director's Report, the resultant business in force 
at the end of the year totalled over 111,000 policies for $282.8 
million in amount, and averaging $2544 per policy. In addition 
there are vested annuities in force of $3.5 million in reserve 
value, providing annual payments of $325 thousand, 


Of the premium revenue of $8.7 million, over $6.5 million or 
more than three quarters of the total was in the form of renewal 
premiums on contracts purchased prior to 1942. The remainder 
consists of first year premiums for new policies and single pre- 
miums, a substantial portion of the latter being for supplementary 
benefits purchased from policy proceeds. 


The death claims incurred, amounting to $1,822 thousand, 
were materially higher than the 1941 total of $1,611 thousand but 
involved, on the average, policies with higher reserve values. 
As a result, the net death losses for the two years were practically 
the same, although the amount of business at risk in 1942 had 
been substantially higher. Total policy benefit payments in- 
curred, including dividends, were $5.3 million as compared with 
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$5.5 million in 1941, due to a further reduction in the demand for sur- 
render values. As a result of lower policy payments and higher pre- 
mium income, the policy reserve growth of $3.9 million brought the 
policy reserve total to $62.4 million. This amount is the actuarially 
computed fund which, together with future premiums and interest 
earnings, provides for the fulfillment of contractual obligations under 
the Company's assurances and annuities in force. 


As a result of increased new business activity, the Company's ac- 
quisition expenses were materially higher, and the total expenses of 
$1,930 thousand compare with $1,768 thousand for 1941. However, 
upon making proper allowance for new business expenses the expense 
rate is lower, in spite of the tendency of many operating costs to increase. 


The surplus earnings for the year of $1,237 thousand compare with 
$1,304 thousand for 1941. The principal contributing factor in the re- 
duction was the change in new business expenses which, by the Com- 
pany’s method of reserve valuation, become a charge on surplus to 
be returned from ensuing renewal premiums of the business on which 
they are incurred. 

During the year net profits from sale of investments were $220 
thousand. This amount, together with $56 thousand in recoveries on 
sale of assets previously written down and $33 thousand transferred from 
surplus, was used to effect net write downs in asset values of $309 
thousand. The investment reserve was maintained at $1,750,000, and 
in addition an amount of $50,000 was written off the Company's Head 
Office building. 

A further amount of $100,000 was added to contingency reserve, 
bringing the total to $200,000. It is contemplated that this amount may 
be used at some time in the future to further strengthen policy reserve 
valuations. 


The Company’s free or unapportioned surplus now amounts to nearly 
$2.5 million. Including investment and contingency reserves and 
voluntary provisions for policy dividends, the Company now holds 
special reserves and surplus funds totalling $6.1 million. This amount, 
together with a net excess of market over book value of investments of 
more than $1 million, form a substantial margin of safety to protect 
policy reserves and other contractual liabilities. 

As a result of the year’s operations, $4.6 million was added to the 
Company's assets, which now stand at $76.3 million. Of this amount, 
invested assets totalled $74.5 million. Government and government 
guaranteed bonds'comprise 36.7% of investments, municipal bonds 
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12.4%, and total bonds and debentures 66.2%. Stocks constitute 5.1% 
of invested assets, mortgages and sale agreements 17.5% and policy 
loans 8.3%. 


During these war years, the Company's investment policy has been 
to channel the maximum available amount into government war loans. 
During 1942, the Company subscribed for $5 million of each of the 
Second and Third Victory Loans, a total of $10 million, of which $8,700,- 
000 was paid for during the year. This amount compares with an in- 
crease in invested assets of $4,500,000, the balance of the monies coming 
from sale or maturity of existing investments, proceeds of sale of real 
estate, and reduction in policy loans. 

It should be pointed out, however, that this policy has a tendency 
to accelerate the downward trend in interest earnings, which has been 
in evidence since 1926. In 1942, the Company’s interest earnings of 
$3.1 million were approximately the same as in 1941 but on a larger 
invested total. As a result the gross earned rate was 4.39%, as com- 
pared with 4.58% in the year preceding. 

The interest rate earned by a life insurance company must follow the 
trend of the general level of interest returns but with a considerable 
time lag, due to the backlog of investments which have been acquired 
at higher rates of interest. The maturity of these assets, however, and 
the addition of new monies at the current level, create a progressive 
downward trend. Lower rates of interest earned have their effect on 
the surplus earnings of the Company, and entail lower dividends. 
Furthermore the possibility of the indefinite continuance of low interest 
rates may necessitate higher premium rates for new policies, particularly 
those where the investment element is predominant. 


The trend to lower interest rates has been in evidence for over a 
decade in practically all countries in the world. First there was the 
philosophy of depression years that low interest rates would stimulate 
investment. Now in war time low interest rates are a material aid to 
governmental financing, and it would seem probable that present low 
interest rates would continue for some considerable time in the future. 
In the first place, there is much greater control over the level of interest 
rates than ever before by reason of central banking and other authorities. 
In the second place, the tremendous increase in public debt, and the 
consequent increase in the carrying charges, will make it essential that. 
reasonably low rates of interest should continue, unless our war and 
post-war controls should break down and allow an inflation sufficient to 
offset increased interest costs. In addition, the goal of full employment, 
on which the philosophy of post-war planning is based, would seem to . 
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require that money for capital investment will be available at low rates 
of interest, in order to promote an increase in our capital equipment 
and thereby to encourage new and expanded avenues of employment. 


It seems prudent, therefore, that as a company we should chart our 
course upon the assumption that the present level of interest rates will 
probably continue for a considerable period. If it should happen that 
interest rates become higher the preservation of equity among a body 


of participating policyholders may be accomplished through adjust- 
ments in the dividend scale. 


In addition to the overall problem of interest rates, there is a special 
situation which exists with respect to the Company’s American business. 
Business transacted in the United States is backed by statutory trusteed 
assets which now amount to over $5.9 million. Net income from Ameri- 
can business is invested in United States debtor securities which are 
added to this trusteed fund, and the yields obtainable on these invest- 
ments average at least one half of one per cent. lower than the yields 
for the same type of asset in Canada. Asa result a premium rate differ- 
ential between American and Canadian currency business would seem 
to be in the interests of equity. In common with other companies, this 
step has already been taken by the Company in the case of single pre- 
mium business, and it may be necessary to extend the process to other 
types of policies. 

Since the beginning of the war, to the end of 1942, a total of 160 men 
and 21 women have left the staff of the Company to join the armed forces, 
or to engage in other forms of war service. Many of these occupy 
dangerous and arduous posts, and five of them have given their lives. 
In carrying on our business, the Company's remaining staff has been 
conscientious and painstaking under conditions which have often 
involved substantial additional work. Not only has this been true in 
the case of the more experienced members of the field force and office 
staff, but there has also been a praiseworthy contribution by persons 
such as the ‘teen age girls and married women who have joined the 
Conipany’s ranks more recently. To facilitate co-operation with the 
country’s manpower policy, the life assurance companies are keeping 
closely in touch with the Government, so that changes which may be 
required in the future will be handled in as orderly a fashion as possible. 


However, the success of our war-time operations depends in large 
measure upon the co-operation of you who are the policyholders, and I 
appeal to you to remember that any necessary changes in our methods 
of operation, which may seem to cause some inconvenience, are never- 
theless designed to be in the best interests of all concerned. 
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